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Producers  88  (4-89)  —  Paid  Up 
With  640  Acres  Pooling  Provision 


PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

THIS  LEASE  AGREEMENT  is  made  this  2nd  day  of  September,  2008,  by  and  between  Freddie  L  Sanders  and  Donna  R  Sanders,  Husband  and  wife 
4706  Tony  Ct  Fort  Worth  Tx,  76135,  as  Lessor  and  CHESAPEAKE  EXPLORATION.  L.L.C..  an  Oklahoma  limited  liability  company.  P.O.  Box  18496. 
Oklahoma  Citv.  Oklahoma  731 54-0496  as  Lessee.  All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  all 
other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

1.  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee 
the  following  described  land,  hereinafter  called  the  leased  premises: 

0.274  acres  of  land,  more  or  less,  situated  in  the  N.B.  Breeding  Survey,  Abstract  - 189,  and  being  more  particularly  described  as  Blk  8R  Lot  38  out  of 
the  Jenkins  Heights  Addition,  an  addition  to  the  City  of  Fort  Worth,  Texas,  and  being  more  particularly  described  in  that  certain  Warranty  Deed  dated 
5/30/1996  and  recorded  in  Volume  12407,  Page  744  of  the  Deed  Records  of  Tarrant  County,  Texas 

in  the  county  of  Tarrant,  State  of  TEXAS,  containing  0.274  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire 
by  reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas.  For  purposes  of  this  lease, 
"oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all 
condensate,  distillate  and  other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  lease  are  lignite,  coal,  sulfur  and  other  like  minerals.  In  addition  to  the 
above-described  leased  premises,  this  lease  also  covers  all  accretions,  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto, 
and  any  small  strips  or  parcels  of  land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-described  leased  premises! 
and,  in  consideration  of  the  aforementioned  cash  bonus,  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a 
more  complete  or  accurate  description  of  the  land  so  covered.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder  the 
number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  This  lease,  which  Is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  Three  (3)  years  from  the  date  hereof,  and  for  as 
long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled 
therewith  or  this  lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other 
liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  Twenty-Five  and  Twenty  Five  One  Hundredths  Percent  (25,25%) 
of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities 
provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if 
there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade 
and  gravity;  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  Twenty-Five  and  Twenty  Five  One 
Hundredths  Percent  (25.25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  only  a  proportionate  part  of 
ad  valorem  taxes  and  production,  severance,  or  other  excise  taxes,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at 
the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field 
then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest 
preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c)  if  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or 
more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying 
quantities  or  such  wells  are  waiting  on  hydraulic  fracture  stimulation,  but  such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by 
Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of 
90  consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  twenty- 
five  dollars  ($25.00)  per  acre  then  covered  by  this  lease,  such  payment  to  be  made  to  Lessor  or  to  Lessor's  credit  in  the  depository  designated  below  on 
or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in 
or  production  therefrom  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold 
by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period 
next  following  cessation  of  such  operations  or  production.  A  well  that  has  been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying 
quantities  as  long  as  it  is  fraced  within  one  (1)  year  of  reaching  total  depth.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood 
and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  lease  in  force  by  payment  of  shut-in  rovaltv  for 
more  than  two  (2)  consecutive  years  or  three  (3)  years  in  the  aggregate. 

4.  All  shut-in  or  other  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  at  lessor's  address  above  or  its  successors  All 
payments  or  tenders  may  be  made  m  currency,  or  by  check  or  by  draft  and  such  payments  or  tenders  to  Lessor  by  deposit  in  the  US  Mails  in  a  stamped 
envelope  addressed  to  Lessor  at  the  last  address  known  to  Lessee  shall  constitute  proper  payment.  If  Lessee  designates  a  depository  agent  and  the 
depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse  to  accept  payment  hereunder  Lessor  shall  at 
Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as  depository  agent  to  receive  payments 

5.  Except  as  provided  for  in  Paragraph  3.  above,  if  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  'dry 
hole  )  on  the  leased  premises  or  lands  pooled  therewith,  or  rf  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause 
including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease 
is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for 
drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring  production  on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after 
completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time 
thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations  reasonably 
calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with 
no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby  as 
long  thereafter  as  there  is  production  in  paying  quantities  from  the  teased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of 
producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably 
prudent  operator  would  drill  under  the  same  or  similar  circumstances  (a)  to  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in 
paying  quantities  on  the  leased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompensated  drainage  by  any  wen  or 
*2?  ?*  0ther  la!lds  not  pooled  therewith-  ln  tne  event  a  we"  or  wells  producing  oil  or  gas  in  paying  quantities  should  be  brought  in  on  land 
within  400  feet  from  any  boundary  of  the  leased  premises.  Lessee  agrees  within  ninety  (90)  days  from  commencement  of  production  from  such  well  or 
wells  to  commence  the  actual  drilling  of  an  offset  well  or  wells  on  the  leased  premises  if  such  action  would  be  taken  by  a  reasonable  prudent  operator  in 
similar  circumstances.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests 
as  to  any  or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production' 
whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling 
authority  exists  with  respect  to  such  other  lands  or  interests.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not 
exceed  80  acres  plus  a  maximum  acreage  tolerance  of  10%,  and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum 
acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well  or  horizontal  completion  to  conform  to  any  well  spacing  or 
density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing  the 
terms  oil  well  and  "gas  well"  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or,  if  no  definition  is  so 
prescnbed  oil  well  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil 
ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease 
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separator  facilities  or  equivalent  testing  equipment;  and  the  terni  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the 
gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  its  pooling  rights  hereunder  Lessee  shall  file  of  record  a 
written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which 
includes  all  or  any  part  of  the  leased  premises  shall  be  treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises  except 
that  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  lease 
and  included  in  the  unit  bears  to  the  total  gross  acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit  production  is  sold  by  Lessee  Pooling  in 
one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring  right  but  not  the  obligation  to  revise  any 
unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or 
density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage  determination  made  by 
such  governmental  authonty.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration  describing  the  revised  unit  and  stating  the 
effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  in  or  excluded  from  the  unit  by  virtue  of  such  revision  the 
proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying 
quantities  from  a  unit,  or  upon  permanent  cessation  thereof.  Lessee  may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit 
and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests.  Nothwithstanding  anything  to  the  contrary 
herein,  if  Lessee  exercises  its  right  to  pool  the  leased  premises  with  other  lands,  then  one  hundred  percent  (100%)  of  the  leased  premises  shall  be 
pooled  in  such  unit.  ^ 

7.  If  Lessor  owns  less  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for 
any  well  on  any  part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased 
premises  bears  to  the  full  mineral  estate  in  such  part  of  the  leased  premises. 

S.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth 
or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators  successors 
and  assigns.  No  change  in  Lessor's  ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder  and  no 
change  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the 
documents  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in 
Lessee  s  usual  form  of  division  order.  In  the  event  of  the  death  of  any  person  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such 
shu  -in  royatties  to  the  credit  of  decedent  or  decedent's  estate  in  the  depository  designated  above.  If  at  any  time  two  or  more  persons  are  entitled  to 
shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to  their  credit  in  the  depository,  either  jointly  or 
separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of  all 
obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the 
transferred  interest  shall  not  affect  the  rights  of  Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all 
or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the 
transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  in 
all  or  any  portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising 
with  respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby  Lessee's  obligation  to 
pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder  Upon  the  expiration  of 
the  primary  term  or  any  extension  thereof,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  lease  shall  terminate  as  to  all 
rights  lying  one  hundred  feet  (100')  below  the  stratigraphic  equivalent  of  the  base  of  the  deepest  formation  producing  in  any  well  drilled  on  the  leased 
premises  or  or.  lands  pooled  therewith;  provided,  however,  that  if  Lessee  is  then  engaged  in  operations  on  the  leased  premises  or  on  lands  pooled 
therewith,  this  lease  shall  remain  in  force  and  effect  as  to  all  depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations 

10.  No  well  shall  be  located  less  than  200  feet  from  any  house  or  barn  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder 
without  Lessor's  consent,  and  Lessee  shall  pay  for  damage  caused  by  its  operations,  including  damage  to  buildings  and  other  improvements  now  on  the 
leased  premises  or  such  other  lands,  and  to  commercial  timber  and  growing  crops  thereon.  Lessee  shall  have  the  right  at  any  time  to  remove  its 
fixtures,  equipment  and  materials,  including  well  casing,  from  the  leased  premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a 
reasonable  time  thereafter. 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  ordinances  and 
orders  of  any  governmental  authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil  gas  and  other 
substances  covered  hereby  To  the  extent  any  such  laws,  rules,  regulations,  ordinances  or  orders  are  less  restrictive  than  the  terms  of  this' lease  this 
lease  shall  control.  When  drilling,  reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules  regulations  or  orders  or  bv 
inabilrty  to  obtain  necessary  permits,  equipment,  services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood  adverse  weather 
conditions,  war.  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of 
purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease  shall  not  terminate 
because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added  to  the  term  hereof.  Lessee  shall  not 
be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease  when  drilling,  production  or  other  operations  are  so  prevented  delayed  or 
interrupted  Notwrthstand.ng  anything  to  the  contrary  herein,  the  term  of  this  lease  shall  not  be  extended  due  to  a  lack  of  markets  for  production  or  any 
other  events  affecting  only  the  economic  or  financial  aspects  of  drilling,  development  or  production 

1 2.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  60  days  after  Lessor 

hH£^  i  «i!reII?tn  ^  K  d?c,nb.in9  ,he.  breach  or  defaul^  and  then  otl|y  *  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period. 
However,  Lessor  shall  have  the  right,  at  all  times  without  providing  such  notice,  to  apply  to,  and  receive  from,  a  court  of  competent  jurisdiction  equitable 
and  injunctive  relief  from  any  act  or  omission  of  Lessee,  or  its  agents,  in  order  to  halt  or  prevent  any  irreparable  harm,  damage  or  loss  to  Lessor  the 

t?nT^^^  ^T'^  m!nerals  in-  on  or  under  »•  '«sed  premises,  or  any  other  appropriate  rights  or  interests.  In  the 

event  the  matter  ,s  itiga ted  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  in 
whole  or  in  part  unless  Lessee  is  given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  fails  to  do  sa 
£2  ?2T?t  ,h*  in  *e  event, such  a  breach  or  default  if         L«see  shall  be  liable  to  Lessor  for  any  actual  damages  awarded  in  a  final 

SnS?„  tn  f        aPPe^'  3!  ^  3S  ?  °mey'S  feeS'  eXpert  WitneSS  fees'  filing  ,ees  and  other  005,8  incurred  in  connection  with  such 

f  f     ^h01k,s  an*  ^disputed  sums  due  to  Lessor  for  a  period  of  sixty  (60)  days  after  written  demand  for  payment  is  made  by  Lessor  at 
the  election  of  Lessor  this  lease  may  be  terminated  <« 

13  For  the  same  consideration  recited  above,  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual 
subsurface  well  bore  easement  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas 

Tltlt  Jf  1 !  J?  °  wl,,?„aIB  SltL,a,ed  0n  other  tracts  of  land  and  which  are  not  intended  ,0  devel°P  to*  '^sed  premises  or  lands  pooled 
therewrth  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit.  Such  subsurface  well  bore  easements  shall  run  with  the  land  and  survive 
any  termination  ot  this  lease. 

if  i  J«J"!Te  91  Lessfe's+°P,io1n  maV  Pay  and  discharge  any  taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises 
limhnf^S  f  tSUf°h  °Ptl0n'  wLSSSee  be  subr°9ated  t0  the  "9^  of  the  Partv  »<>  wnom  payment  is  made.  and.  in  addition  to  its  other  rights,  may 
Zn^LSTl  °f  any  ;°yalties  or  shut-n  rovaft'es  *ne™se  payable  to  Lessor  hereunder.  In  the  event  Lessee  is  made  aware  of  any  claim 

IZS  rlSJ;      h     '  (Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee  has  been 

furnished  satisfactory  evidence  that  such  claim  has  been  resolved. 

th  Jin  if  S°r  mfeS  !i°  f3"3^  °f  a1V  kind  With  reSpeCt  t0  title  t0  the  surface  or  mineral  estate  in  ,he  leased  Premises  or  any  portion  of  or  interest 
therein.  All  warran  .es  that  might  arise  by  common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its 
successor),  are  excluded.  By  acceptance  of  this  lease,  Lessee  acknowledges  that  it  has  been  given  full  opportunity  to  investigate  and  has  conducted 
sufficient  investigation  to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures  wnoudeo 

Hriiiinn  rt^!rthStandr9  anyt^9  "^f^f  to  the  Mn,rary  in  this  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for 
dnlling  or  o  he  operabons.  Accordingly,  Lessee  shall  not  enter  upon  the  surface  of.  cross  over,  place  any  structure  or  building  upon  or  conduct  any 
operations  (including  but  not  limited  to  geophysical/seismic  operations)  on  the  surface  of  the  leased  premises  or  within  six  hundred  feet  (600')  of  the 
^SJit^^^^V^^T^  a  permit  from  the  proper  governmental  authority  allowing  such  operations  (I.e.,  drill  site)  to  be  within  six 
hundred  feet  (600)  or  Lessee  has  obtained  written  waivers  from  property  owners  within  six  hundred  feet  (600')  of  such  operations.  In  no  event  shall 
f  f  ^J0?1!.0"  °uany  we"  Witnin      hundred  feet  (200'>  of  an*  exis,ir,9  structures  on  the  leased  premises  without  the  prior 

Z  T  h  ^i??  $ha"  n0t  be  unreasonab|y  withheld  L«see  shall  only  develop  the  leased  premises  by  pool^ig,  as  provided  herein  o 
Siih  h   h  t   rf°  ?1       J(COnnme      fr°m  3  SUrface  l0Cati0n  on  other  lands'   Lessee  shall  make  all  reasonable  efforts  not  to  use  residemia  o 
f  IT   °r  horiu9hfar(*  m  developing  the  leased  premises,  except  in  the  event  of  an  emergency  situation  (and  only  for  so  long  as  said 

"  aPPr0Ved  *"*  f0U,e  ,r°m  the  Cily  °f  F0rt  W0rth  °' tne  C*V  *  La"  W°rtS  "4  on  the 

IS!1,'!! InH^K3^  and  afSi9ni"  hereby  9rantS  LeSSee  an  option  t0  extend  the  Pnmafy  term  of  tnis  lease  for  an  additional  period  of 
S£i  2,5 ?    ?r  fJS8  £  mf  *  term  by  paying  or  tendenr,9  10  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration 

terms  and  conditions  as  granted  for  this  lease. 

1 8.  It  is  agreed  between  the  Lessor  and  Lessee,  that,  notwithstanding  any  language  herein  to  the  contrary,  all  oil,  gas  or  other  proceeds  accruing  to 
the  Lessor  under  this  lease  or  by  state  law  shall  be  without  deduction  for  the  cost  of  producing,  gathering,  storing,  separating,  treating,  dehydrating, 


compressing  processing,  transporting,  and  marketing  the  oil,  gas  and  other  products  produced  hereunder  to  transform  the  product  into  marketable  form- 
however,  notwithstanding  anything  contained  herein  to  the  contrary,  any  such  costs  which  result  in  enhancing  the  value  of  the  marketable  oil  gas  or 
other  products  o  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production  so  long  as  they  are  incurred  in  an  arms-length  transaction 
with  a  party  hat  is  not  an  affiliate  of  Lessee  and  are  based  on  Lessee's  actual  cost  of  such  enhancements.  However,  in  no  event  shall  Lessor  receive  a 

E  (h^n^S       "  S!  T6  ,han'  *  wiS6  by  LeSSee'  As  used  herein'  "affi,iate"  means  <*)  a  corporation,  joint  venture,  partnership  or  other 

entity  that  owns  more  than  ten  percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  <10%)  of  the 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee,  more  than  ten  percent  (1 0%)  of 
the  outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint  venture,  partnership  or  other  entity  is  owned  or  controlled  by  the  same 
person  or  group  of  persons.  It  b  the  intent  of  the  parties  that  the  provisions  of  this  Paragraph  1 8  are  to  be  fully  effective  and  enforceable  and  are  not  to 
be  construed  as  surplusage  under  the  principles  set  forth  in  Heritage  Resources  v.  NationsBank,  939  S.W.  2d  1 18  (Tex  1997) 

19.  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original 

20.  No.se  levels  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells  shall  be  kept  to  a  reasonable 
minimum,  taking  into  consideration  reasonably  available  equipment  and  technology  in  the  oil  and  gas  industry,  the  level  and  nature  of  development  and 
surface  use  elsewhere  in  he  v.c.nity  of  Lessee's  drill  sites  and  the  fact  Lessee's  operation  are  being  conducted  in  or  near  an  urban  residential  area  If 

n^!.nnr«irin0n;  ,e?r!C"P°  «ered  T,pmenX  in  rts  operations,  Lessee  shall  take  reasonable  steps  to  muffle  the  sound  therefrom  by  installing  a 
noise  suppression  hospital-style  muffler  or  like  equipment.  y 

n^rtnlJ"^^'  ^"^k ^f*3  and  dfscnar9es  Lessor  and  th*  owner  of  the  surface  estate,  along  with  their  officers,  employees, 
?2?J?'pIS5Sl  T  J s"bco"tractors:  9"«ste  an<"  invitees,  and  their  respective  heirs,  successors  and  assigns  (collectively  the 

whlrh  Lr™l% a  T      Sud  ™\  i"01?  and  CauS6S  0f  actlon  of  every  nature'  or  other  harm-  including  environmental  harm,  for 

which  recovery  of  damages  Is  sought,  including,  but  not  limited  to,  all  losses  and  expenses  which  are  caused  by  the  activities  of  Lessee,  its 

^L*  .hi TS  T6S  and  a95ntS  ar  Sinfl  °?  °f' incidenlal  to  or  ^"'t'nfl  from,  the  operations  of  or  for  Lessee  on  or  under  the  leased  premises 
2Li      k         or  operations  s.te,  or  that  may  arise  out  of  or  be  occasioned  by  Lessee's  breach  of  any  of  the  terms  or  provisions  of  this 

nd/mrS.  LfeL^Hh"^' ^     W  ,taWVct  0r  of  Lessee'  Further'  Lessee  herebV  agrees  *>  be  liable  for,  exonerate 

?.    ■  j.     j  "a™1*83  the  Lessor  Parti«  against  any  and  all  claims,  liabilities,  losses/damages,  actions,  property  damage 
personal  mjury  (Including  death),  costs  and  expenses,  or  other  harm  for  which  recovery  of  damages  is  sought,  under  any  theory  including 

ta£  i^^Ti?"  V**  H*™^'  mCiUdinQ  ™*™*bi*  alto™v  *™  and  other  legal  expenses"  including  ttos f^^^ZEZ 
hazards  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  in  any  way  related  to  Lessee^s  failure  to  comply  with  any  and 

£2^r?I2II2^  J^ii?^..arii,no  fr°m  °L ,n  any  Way  related  to  Lessee's  °Pera*ions  or  any  other  of  Lessee's  activities  in,  on  or  under  the 
5S P  ^  f  dr' 1  Site  °u  °Peratlons  site:  *«•  arising  from  Lessee's  use  of  the  surface  or  subsurface  of  the  leased  premises 

SSJIKTmi         ^  OUt*°f  °r  «  occasioned  bv  Lessee's  breach  of  a"V  of  the  terms  or  provisions  of  this  lease  or  any  other  act  or 
In  J  ™«  officers  employees,  partners,  agents,  contractors,  subcontractors,  guests,  invitees  and  their  respective 

S«°?h!  . dJl  9E U.EaC,h  T19"66  °f  thlS  lMSe'  °r  0f  an  interest  nerein'  t0  be  liable  ,or*  «onerate,  indemnify,  defend  and  hold 

harmless  the  Lessor  Parties  in  the  same  manner  provided  above  in  connection  with  the  activities  of  Lessee,  its  officers,  employees  and 

uKlT*^  UM,TED  HERE'N'  ALL  0F  THE  'NDEMNITY  OB?I^tSn8MdS£ 

^?lcIIEr?,^?™  ED  UNDER  ™E  TERMS  0F  ™IS  LEASE  SHALL  BE  WITHOUT  LIMITS  AND  WITHOUT  REGARD  TO  THE  CAUSE  OR 
S£J?5  THEREOF  (EXCLUDING  PRE-EXISTING  CONDITIONS),  STRICT  LIABILITY  OR  THE  NEGLIGENCE  OF  AnTpARTY  OR  PARTIES 
{^?^J,HLU^EttCB  °F  ™E  INDEMNIFIED  PARTY),  WHETHER  SUCH  NEGLIGENCE  BE  SOLE,  JOINT,  ACTIVE  PASSIVE  OR 
^SS^S^S^i^SS9  C0^EU1  NEGLIGENCE  IS  NOT  MORE  THAN  FIFTY  PERCENT  (50%)  OF  THE  PRODUCING 
CAUSE  OF  THE  DAMAGES  SUFFERED;  provided,  however,  that  Lessee  shall  have  no  obligation  to  indemnify  or  hold  Lessor  harmless  from 

S^^ESSn?!  f"^  Wh?h  may  ^  °l  reSUlt  fr°m  the  9r0SS  negligence  or  willful  misconduct  of  Lessor  By coZencfng ™ 
operations  pursuant  to  this  lease,  Lessee  shall  acknowledge  its  consent  to  the  terms  of  this  Section  21. 

22.  At  all  times  while  this  Lease  is  in  force,  Lessee  shall  acquire  and  maintain  insurance  covering  all  of  its  operations  on  the  leased  Dremises 
!iah^?rtahyHTrk  °n  itS  b!half  by  com'actors-  subcontractors  and  others.  The  policies  shall  include  coverage  for ^iSSvKZS 

liability  for  bodily  injury  and  property  damage  with  a  limit  of  $  3,000,000,  blowout  and  loss  of  well  coverage,  and  coverage  for  an7damaae ?  to  the 

fp^S,lSU  ^  fr0M  Kbl,?T,K-LnClUd!n9  C°Vera9e  «*  the  "*  0f  Clean  up  and  surface  remediation9  with  a  lim'  of  $  twwTfilS^ 

2  h !   3r  Umb/6l,a  Llnb:lrty  P?  'Cy  in  the  am0Unt  0f  $  25'000.°00- A"       PO»cles  shall  name  the  Lessor  as  an  additional  insured  and  will 

Sri™  fhfrnl^ni  f    cancellat,onf  Upon  written  re<rst'  Ussee  shaH  fumish  3  oertiflcate  from  «»  issuiria  "trance  company  or™mpan™s 

tantfhh  SJJ^u9  St  m,3/  S6lf  'Kure  f0f  Up  t0  $  5'000'000  with  respect  ,0  ,he  insurance  coveraae  of  Lessee  provided  that  me 

tangible  net  worth  of  Lessee  is,  at  all  times  while  self-insurance  is  in  effect,  in  excess  of  $  1  000  000  000 

Lessee  wrthTsr!^  -ZT rV^V^V^  °f  roya,ty  a"d  bonus  paid'  hereunder.  and  other  other  terms  negotiated  with 

Lessee  with  respect  to  this  lease  (the  Negotiated  Terms")  were  obtained  as  a  result  of  negotiations  between  Lessee  and  a  committee  of  unpaid 

e^nMhLn?^PartKa^^  D°?  C0rley'  JerTy  Welch  and  Mattie  Ki,chens  « he  "Lake  Worth  Gas  Lease  Comniee"  tnTnSdTation  oMhe 
laiZ  V«^lZTlG?  LeaS!  Cornm'tte6  in  ne9°tiatin9  and  obtainin9  Negotiated  Terms,  Lessor,  individually  and  on  behaFof  Lessors 
lilt  rn^i  i '  fami'y^emberf  ■  Predecessors,  successors,  heirs  and  assigns,  hereby  releases  and  forever  discharges  the  Lake  Worth  Gas 
rn^r?  *  ',  f  ^  a?y  °f  Almemb6t^  a9ents-  a"d  representatives,  specifically  including  any  attorneys  engaged  by  the  Lake  Worth  Gas  Lease 
°  aC,  llate  ^  ?e«?tiatlon  and  Preparation  of  lease  terms  (the  "Lake  Worth  Releasees"),  of  and  from  any  and  a*  claims  demands 
oSriLLfnT^,^  l3*1^005*'  expenhs^  *nr*?*  and  liabilities  of  any  nature  whatsoever,  whether  based  on  contraS  VrtTSute 
or  other  legal  or  equitable  theory  of  recovery,  whether  known  or  unknown,  which  Lessor  has,  has  had,  or  claims  to  have  against  the  Lake  Worth 

^^^£^S^  £amV°  tX£  fNert9H°tiatei  T6mL5' (b)  ,h!  ne9°Uati0n  °f  the  Ne90tia,ed  Terms'  or  V  ,ne  inclusion  and/or  omissbn  of 
I2n?r^!!2i?n  K  TTf;  USSOr  furtt!er  acknowledges  and  represents  that  (a)  the  Lake  Worth  Releasees  have  not  acted  as  Lessor's 
If.  n  «1T  !  a?  ?;hohS  'eaSe;  (b)  L!SSOr'  lfl  making  lne  decision  t0  enter  Mo  this  lease'  ha«  not  relied  upon  any  statements  or  representations  if 
S2ht„  i  ^  T  Releasees  rek9ardin9  the  ,erms  of  this  lease;  and  (c)  Lessor's  decision  to  enter  into  this  lease  is  the  independent  and ^vo  utfary 
decision  of  Lessor  after  being  given  the  opportunity  to  have  said  lease  reviewed  by  counsel  of  Lessor's  choosing  vo.uniary 

A™Hin^S!fnHd  ab0?h'  tth6Jand  by  !.his  lease  sha" inc,ude  a" strips  and  9°res'  ^eets,  easements,  highways  and  alleyways  adjacent  thereto 

«riTr^9JL^  notwl,hStandin,?  anylh"1<9  t0  the  COn,rary  herein' ,he  acrea9e  of  said  land  covereo-  by  this  lease  shall  be  calculated  £  the ^  center  o^  any 
acreage  9     V         ^     PUrP°S6S  °f  calculatin9  and  P^ng  any  bonus  or  royalty  if  it  is  determined  that  lessor  owns  such  addLnal 

m^«nl?I  REPRESENTATI0NS'  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  the  form  of  rental,  bonus  and  royalty  are 
u?d^JnH!K.h«  V3ry  dep*ndln9  on  mult'P|e  ^tor8  and  that  this  Lease  is  the  product  of  good  faith  negotiations  Sssor 
reifonn^r*  tha?  i  W™nts  and  lerms  ™  final  and  that  Lessor  entered  into  this  lease  without  duress  or  undue  influence  Lelsor 

recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor  acknowledges  that  no  represent  (ont  o? 

condSnf  n^^V^hiT^  °f  *l!iS  ,MSe  lhat  LeSSOr  WOUld  9et  4,19  h,9hest  price  or  different  S  depending  on  Z«  marks 

ci!rwrary^ 

^inn^IIlf^  WrtHERE?F- th's  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the 
SSSSr5'  eX6CUt0r5'  administrat0's'  — »  and  ^  tether  or  not  this  tease  has  been  executed^ 


LESSOR  (WHETHER  ONE  OR  MORE) 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

This  instrument  was  acknowledged  before  me  on  the 


ACKNOWLEDGMENT 


iL_day  of    Sftjft..  2008_.  b^AtM^icX^M^ 


J$V&,  MICHAEL  M-  MCQUISTON 

^NsD  '  ''-  NotarV  Pubtic-  Slate  of  TeXflS 

3 Sy\.-*$  My  Commission  Expires 

'&biW  October  26,  201 1 


Notary  Public, 
Notary's  name  (printed 


Notary's  commission  expires 


ACKNOWLEDGMENT 

STATE  OF  TEXAS 

COUNTY  OF  TARRANT  O  | 

This  instrument  was  acknowledged  before  me  on  the   1 1       day  of  Oe.O'f 


M|    MICHAEL  M.  MCQUISTON 
f  j^A-f  I    Notary  Pubfic,  State  of  Texas 
My  Commission  Expires 
October  26,201 1 


Notary  Public,  Slfite  of  Texas. 
Notary's  name  (printed):  /^fJ^ 

Notary's  commission  expires: 


CORPORATE  ACKNOWLEDGMENT 

This  instnjment  was  acknowledged  before  me  on  the  day  of  

 a  corporation,  on  behalf  of  said  corporation. 


STATE  OF  TEXAS 
COUNTY  OF 


_.  20  ,  by_ 


Notary  Public,  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires: 


of 


STATE  OF  TEXAS 
County  of  


This  instrument  was  filed  for  record  on  the  

Book  ,  page  of  the . 

Bv   


Clerk  (or  Deputy) 


RECORDING  INFORMATION 


.  day  of. 


20 


at 


records  of  this  office. 


o'clock 


_M.,  and  duly  recorded  in 


Record  &  Return  to: 
Chesapeake  Operating,  Inc. 
P  O.  Box  1841  6 
Oklahoma  City,  OK  73154 


